Employability strongly moderates the effects of unemployment and of job insecurity on life satisfaction and mental health. Using nationally representative panel data from Australia, I
Introduction.

Luiz Felipe Scolari has shrugged off the pressure mounting on him at
).
It has been firmly established, in a wide range of empirical studies at individual and country levels, that unemployment is detrimental for health and well-being, both in itself and because it entails a loss of income. At the same time, a large number of psychological studies and a few in economics have found that job insecurity itself also generates substantial losses in well-being. Within both literatures, some studies have uncovered heterogeneous effects associated with scarring and social norms, or across different socio-economic groups. The issue which I address in this paper is that an important reason for heterogeneity in the effects of unemployment and job insecurity is rarely recognised in theory or empirically investigated: namely, that employability matters. The Guardian quotation illustrates one instance of this proposition: Chelsea coach Scolari was reported to be unconcerned by his job being at risk because he felt he was very employable. More generally, the effects on wellbeing of being unemployed or of the fear of job loss are each potentially mitigated if there are good prospects of finding another job: the question is, how much?
The broad term "employability" refers to the ability of an individual to find and sustain employment. A characteristic of the individual in context, employability is indicated by the probability of obtaining employment, though often proxied by measures of its determinants (skills, adaptability and so on). In this paper I develop a simple conceptualisation of the roles of employment insecurity and employability, with two central features. First, it allows for the uncertainty surrounding unemployment and employment to affect well-being both directly and indirectly through its impact on expected income. The direct effects are justified in psychological and social theory, while the indirect effects are economic. Second, the framework allows for the interaction between unemployment and employability, and between job insecurity and the employability of the employed. To empirically implement this framework, the three key variables -employability of the unemployed, job loss risk, and the employability of the employed -are directly measured by the subjective expectations of the probabilities of future employment transitions.
An understanding of the role of employability in modifying the detrimental impacts of unemployment and job insecurity is greatly relevant to the formation of unemployment and employment policies. European debate, for example, in recent years has focused on "flexicurity", a strategy to devise employment and welfare legislation that will optimise the ability of employers to redeploy labour (thereby, other things equal, raising job insecurity) while at the same time providing generous support and training for the unemployed (European Commission, 2007) . "Flexicurity" policies are argued, not only to be efficient, but also to provide a political compromise by protecting the welfare of the unemployed. There is, however, no empirical evidence through which the impacts of job insecurity and of employability could be compared, and any trade-off evaluated from the perspective of the well-being of workers.
My findings provide new estimates of the impact of unemployment and of job insecurity, in the context of a model that takes account of the effects of the interacting transition risks.
These findings are gleaned using fixed effects estimation on panel data, and are therefore more confidently interpreted as causal than in the many cross-section studies in the literature.
I examine how the magnitude of the effects of insecurity among employees compares with the effects of being unemployed.
It turns out that, as predicted, unemployed people with little hope of finding a job enjoy the least well-being by a considerable margin, while employed people who are both highly employable and in a secure job enjoy the most. In between there is substantial differentiation according to employability, job insecurity and their interaction. The estimates imply that there are considerable gains from raising the employability of an unemployed person.
Meanwhile, high job insecurity substantially lowers subjective well-being, but less so if the employee is more employable. Relative to a secure job the deleterious effects of a high level of job insecurity are comparable in magnitude with the effects of unemployment. I compute crude estimates of the "misery multiplier" ranging between 3.2 and 3.5 -this being the ratio of the total impact of a rise in unemployment on well-being to the impact on just those made unemployed. It is this broader impact of unemployment, deriving from its extended impact on job insecurity and employability, that accounts for the society-wide impact of recessions. The estimates also allow the trade-off between greater job insecurity and improved employability to be computed, thus providing a first step for a potential evaluation of "flexicurity" policy.
The paper proceeds as follows. Section 2 overviews the two literatures on unemployment and job insecurity, and sets up the simple framework and specification that takes account of the interactions among the uncertainties. Section 3 describes the data and Section 4 my findings, and I conclude in Section 5 with the policy implications.
Theory and Literature.
Whether or not they have a job workers face uncertainty: in any given period employees might lose their jobs, while the unemployed might find one. This uncertainty affects wellbeing both directly, in that it is uncertain whether they will experience the well-being associated with having a job per se, and indirectly through its impact on expected income.
The aim of this section is to develop a simple framework that allows the separate and interactive effects on well-being of the different elements of this uncertainty to be distinguished.
The welfare-reducing uncertainty surrounding employment is what is typically referred to as employment insecurity. The narrower focus of most studies, however, is on the lack of continuity of the current job, i.e. job insecurity, commonly conceived as the probability of involuntary job loss.
1 The broader concept of employment insecurity also encompasses uncertainty over future prospects in the labour market. Although employment insecurity is an objective concept, it also has an important affective dimension defined by how people perceive the uncertainty. The antecedents and consequences of job insecurity perceptions have received a great deal of attention in psychological studies. By contrast, the economics literature has largely been dominated by studies of objective ex-post indicators, such as redundancy or job loss (e.g. Nickell et al., 2002) . Only quite recently has it been established that perceptions of job insecurity are quite well correlated with subsequent job loss frequencies (Campbell et al., 2007; Stephens, 2004; Dickerson and Green, 2009) , in effect bridging two literatures.
A robust finding from the psychological literature is that job insecurity is a source of lower health and well-being (for good overviews see Burchell 1994; Nolan et al., 2000; Wichert, 2002; Cheng and Chan, 2008) . This effect holds for a variety of indicators of job insecurity, including the form of employment contract (Kompier et al., 2009 ). The main rationalisation in psychological theory is the argument that job insecurity is a stressor, leading to work strain. Loss of control over one"s work and life situation is at the heart of this process, and the strain may be exacerbated by inability even to assess the chance of job loss. The impact is also interpreted as contributing to a repudiation of the implicit "psychological contract"
between worker and employer (Mauno et al., 2005) , and the effect of rising insecurity on health has also been seen as part of a shift in power relations (Scott, 2004) . The economic rationale, namely that greater job insecurity entails a loss of expected income, is also found in some of the psychological theory, though with less prominence.
It is recognised that the impact of perceived job insecurity on well-being varies both among individuals (Sverke and Hellgren, 2002) , and across socio-economic categories, though there are few firmly established regularities across many studies (Nolan et al., 2000) . Cheng and Chan (2008) find robust evidence that health outcomes were more severe for older than for younger employees. Mauno et al. (2005) and De Cuyper and De Witte (2007) find that the impact on job satisfaction is notably greater for permanent than for temporary contract
workers. An important underlying explanation for these apparent regularities is the perspective from psychology, holding that the impact of insecurity is moderated by an individual"s dependency on the current job, which is governed by alternative economic security and the degree of occupational mobility (Greenhalgh and Rosenblatt, 1984) . This "dependency perspective" can also be seen as an economic interpretation: it proposes that job loss (hence also job insecurity) has greater effect for individuals who possess fewer transferable skills and are hence less employable. Dependency on one"s job is also affected by institutional factors: it has been found that employees in countries with high levels of employment protection legislation (EPL) express lower satisfaction with security (Clark and Postel-Vinay, 2009 ). The latter finding is interpreted as EPL reducing outflows from unemployment, thereby raising the cost of job loss. Thus, the same risk of job loss has different well-being implications across differing institutional environments.
These findings about the effects of employment insecurity complement others from economics and psychology that unemployment itself is also associated with very substantial reductions in subjective well-being (among others, Warr, 1987; Clark and Oswald, 1994; Bjorklund and Eriksson, 1998; Theodossiou, 1998; Winkelman and Winkelman, 1998; Clark et al., 2001; Clark, 2003; Cooper et al., 2008; Kassenboehmer and Haisken-DeNew, 2009 ). Dolan et al. (2008) provide a good overview of economic studies. The negative impact of unemployment holds even after one controls for the lower income that is associated with being out of work. It is not hard to rationalise the disutility as resulting from the disruption of structured activity, and from the social stigma and loss of identity.
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The aggregate detrimental impact of a higher unemployment rate on subjective well-being is found to be especially large, and is explained as deriving partly from the increased numbers of unemployed people, but to a much greater extent from the inferred greater job insecurity of employees (Di Tella et al., 2001 , 2003 Luechinger et al., 2008) . There is also evidence of some differentiation in the psychological impact of unemployment. For example, the effect of individual unemployment is less pronounced in areas of high unemployment (especially for those unemployed with poor prospects of employment), which is interpreted as a social norm effect (Clark, 2003; Shields and Wheatley-Price, 2005; Stutzer and Lalive, 2004; Powdthavee, 2007; Clark et al., 2010) . Unemployment is thought to act as less of a stigma, and less of a threat to one"s identity, when others around are also out of work.
Unemployment might also hurt a lot less, however, if there were a good chance of escaping from it soon. Yet the uncertainty aspect of the impact of unemployment on well-being has only barely been touched upon in research. The broad term "employability" refers to the ability of an individual to find and sustain employment. A characteristic of the individual in context, employability is indicated by the probability of obtaining employment, though often proxied by measures of its determinants. The extent to which an unemployed person is employable will affect well-being, again both directly and indirectly because it raises expected income. The direct impact of increased employability derives from the purpose and hope that accompanies job search activities and from the anticipation of the future identity and activities attached to employment. Knabe and Rätzel (2008) report that better job prospects are a source of greater life satisfaction in an analysis of the German Socioeconomic Panel, and in so doing question whether the conclusions of Clark et al. (2001) concerning the impact of past unemployment on well-being are robust once one allows for the impact of future employment prospects.
In a parallel manner, little is known about the impact of employability on well-being among employed people. Employability might matter directly for the employed because it delivers 2 These papers also complement the parallel literature that examines the effects of unemployment or of job loss on objective indicators of health (Sullivan and von Wachter, 2009 , is a recent example). By contrast, according to Knabe et al. (2010) , "experienced utility", measured using day reconstruction methods and integrated over a full week, is not reduced by unemployment: even though in similar activities unemployed people are less happy, they are able to spend more time on non-work activities which are more conducive to positive well-being.
greater control over one"s career, or because it could be part of a "new psychological contract" in which the employer helps employees to acquire employment security even if they have less job security (De Cuyper et al., 2008) . Lack of employability could also cause employees to become stuck in jobs they do not like, even if those jobs are secure. In support,
De Cuyper et al. find a cross-sectional positive association between employability and wellbeing among Belgian workers. Berntson and Marklund (2007) find a positive association between some indirect employability indicators of employed individuals and mental wellbeing one year later. However, neither of these studies adequately captures the economic rationale through which employability potentially affects expected income, since they do not allow for any interaction between the impacts of job insecurity and of re-employment difficulty. Moreover, these studies do not control for time-invariant fixed effects which have been found to bias estimates in previous well-being studies (Ferrer-i-Carbonell and Frijters, 2004 ).
The central objective here, therefore, is to consider two issues:
i. for the employed, how far the ill effects of job insecurity are added to, and compounded by, lack of employability;
ii. how far employability is also important for mitigating the impact of unemployment on well-being.
In addition the aim is to add confirmation to previous findings on the effects of job insecurity and unemployment, but in the context of a broader model which controls for employment insecurity and employability. A subsidiary aim is to consider whether there is a predictable differentiation in the effects of unemployment, employability and insecurity, on well-being across social or economic groups, according to their capacity to cope with the adverse shock of job loss.
The essence of the model, which builds on the literatures described above, views well-being as depending on expected income, job status, employability and employment insecurity.
Since expected income itself depends on job status, employability and employment insecurity, these latter three variables affect well-being both directly and indirectly. The form of the impact of uncertainty depends on the current status, whether unemployed or employed.
If unemployed, there is uncertainty over whether a job can be found; a greater perceived chance (more employability) increases well-being. If employed, there is a risk of job loss in the current period and, conditional on that, uncertainty over whether the job will be replaced by another job that is as good.
To simplify I assume that well-being can be well enough approximated by a linear function, and that individuals are in either one of two labour market states, employed or unemployed.
In each state they form a subjective assessment of the chance of transmission to the other. I assume that the unemployed, other than searching for jobs which they do, can do nothing additional to affect the transition probability. Similarly the employed, other than working diligently which they do, cannot alter the risk of job loss. If they do lose their job, they may get another job giving the same wage as the previous one. But they might not obtain another job this period or, if they do, might have to settle for one with a lower wage.
Thus well-being, Y , is given by:
Here: U is a 0/1 dummy for employed/unemployed;  is employability for the unemployed, i.e. the probability when unemployed of gaining a job at the reservation wage w r ; E is the well-being attached by the unemployed to the prospect of being employed per se;  is the weight attached to the monetary component of well-being; B is unemployment benefits; OH is other household income; I is the well-being attached by employees to their current employment 3 ;  is the risk of involuntary loss;  is the probability of regaining as good a job as the previous one and is a measure of employability for the employed, and  is the direct weight attached to employability; w is wages; and  is the income from benefits and/or a lower quality job, if no equivalent post-displacement job is found.
The first expression is the well-being of someone who is unemployed but might gain a job in the current period at the reservation wage. If she fails to get a job she receives an unemployment benefit as well as other household income; but if she is successful she gains both the wage and the non-pecuniary well-being associated with getting a job per se. The second expression is the well-being of an employed person who might lose her job, comprising both direct utility benefits from the work that may be reduced by job insecurity and lack of employability, and indirect benefits deriving from expected income which is also reduced by insecurity.
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I and E are closely related; the difference is that whereas I is the well-being from employment for the employed, E is the prospective well-being from employment for the unemployed.
One advantage of this formulation is that it shows the interaction between the probabilities that an employee faces. Equation (1) can be re-arranged as follows, in a way which brings out this interaction and generates a model that can be suitably tested with data on the perceived transition probabilities,  ,  and  :
where H is total household income (including, in addition to other household income, wages if employed, benefits if unemployed).
The fourth expression is the additional loss of well-being from potential job termination arising from the possibility that the post-displacement job is of lower quality or that no new job is found. In the empirical analysis that follows a question arises as to how to include (w-ϴ) the potential income loss, since no data items capture this. For the present I simply include this as part of the parameter to be estimated, but I consider an alternative assumption below.
Allowing for other observed and unobserved determinants of well-being, this gives an estimating equation:
where it Z is a vector of other observed personal characteristics typically found to be related to well-being in previous studies, i u is an unobserved fixed effect, it  white noise. The expectations are that:
The existing empirical literature summarised above can be interpreted as confirming the hypotheses that 0  a and that 0  c in many different countries and settings, and 0  f is usually supported though sometimes the impact of income of well-being is weak. Beyond adding further confirmation for those hypotheses, this paper's primary new contributions are to provide estimates for the key parameters which can then inform unemployment and insecurity policies, and specifically to test the three hypotheses for which the evidence cited above is slim or non-existent:
The hypothesis that 0  b has been supported with panel data in the case of Germany (Knabe and Rätzel, 2008; Clark et al., 2010) though the magnitude of the marginal effects of an increase in the probability of  that well-being is increased by greater employability if unemployed ( 0  b )
 that well-being is diminished by lack of employability among the employed ( 0
 that the negative impact of job insecurity on well-being is made worse by lack of employability ( 0  e ).
Data.
Equation (3) was estimated using panel data from the first seven annual waves of the Household, Income and Labour Dynamics in Australia Survey (HILDA). 5 The survey began with a national probability sample of 7,682 households in 2001. All adult household panel members undertake a personal interview and fill in a self-completion questionnaire. negatively, and the score is transformed to a 0-100 scale. 7 Within the sample used the mean value is 74.6 and the standard deviation 16.1.
finding employment are not available. The hypothesis 0  e is examined as a cross-section association (De Cuyper et al., 2008) . 5 The HILDA Survey Project was initiated and is funded by the Australian Government Department of Families, Housing, Community Services and Indigenous Affairs and is managed by the Melbourne Institute of Applied Economic and Social Research. The findings and views reported in this paper, however, are those of the author and should not be attributed to any of the aforementioned organisations. 6 Full details are given on the panel website: http://melbourneinstitute.com/hilda/ ; last accessed 20/4/10. 7 The SF-36 is validated and widely-used for use in clinical practice, policy evaluations and surveys. The scales were computed by HILDA staff using Ware et al. (2000) , and have been additionally validated for use in Australian populations (Butterworth and Crosier, 2004) . In accordance with the manual, a person-specific raw score was estimated for any scale on which there were valid responses on greater than or equal to half the items, the average being calculated and applied to missing data.
A distinctive feature of the HILDA data is that it includes direct measures of individuals" perceived probabilities of transition (each way) between employment and unemployment. To capture employability for the unemployed, respondents with this status were asked: "I would like you to think about your employment prospects over the next 12 months. What do you think is the per cent chance you will find a suitable job during the next 12 months?" 8 . In seeking answers on a per cent scale, HILDA is consistent with the recommendations of Manski (2004) . To capture the Probability of Job Loss,  , employees were asked: "I would like you to think about your employment prospects over the next 12 months. What do you think is the per cent chance that you will lose your job during the next 12 months? By loss of job, I mean getting fired, being laid off or retrenched, being made redundant, or having your contract not renewed." Dickerson and Green (2009) show that the distribution of responses, though overly pessimistic and spiked in places, is reliable in that the perceptions are good predictors of subsequent job loss. The survey also asked employees to report directly on Reemployment Difficulty: "If you were to lose your job during the next 12 months, what is the per cent chance that the job you eventually find and accept would be at least as good as your current job, in terms of wages and benefits?" Responses on this scale are slightly optimistic relative to subsequent outcomes, but are also significant predictors of subsequent employment in a good job.
Since only employees are asked the employment insecurity questions the sample is comprised of an unbalanced panel of individuals who are either employees or unemployed. I treat males and females separately, and descriptive statistics on both the outcome variables and all explanatory variables are provided in Table 1 . As can be seen, among the unemployed the average expected probability of gaining a suitable job within a year is two thirds. Among employees, the probability of job loss averages out at 1 in 10, and if job loss happens the probability of failing to find as good a job averages at just over a third.
Findings. a) Core Findings.
Estimations of life satisfaction depend on whether it is treated as an ordinally comparable variable or as a cardinal variable. There is a trade-off between the possible disadvantage of making the stronger assumption that it is cardinal, and the benefits of being able to allow for unobserved fixed factors that may be correlated with outcomes of interest. Ferrer-i-Carbonell and Frijters (2004) show that it makes little difference in practice whether one assumes cardinal or ordinal responses to life satisfaction questions, and advance possible reasons why;
but that it makes a large difference being able to remove the bias associated with unobserved fixed effects, in some cases reversing the signs of coefficients. Added to the presentational advantage that marginal effects are transparent in regression models but in ordinal models need careful interpretation, this paper therefore uses the cardinal assumption. The main findings are presented in Tables 2 and 3 , for the two outcomes life satisfaction and for mental health respectively. In each table, columns (1) and (4) present the random effects estimates of the impacts of employability and employment insecurity on life satisfaction/ mental health.
As can be seen, all the hypotheses about the impact on well-being are supported. First, it is confirmed that 0  a , for both males and females. Second, as predicted in equation (1) employability for the unemployed has a strong positive impact on well-being ( 0 b  ). At the average employability of 0.66 for both sexes, these two results mean that the average impact of unemployment on well-being is negative (and significant at p=0.01), in confirmation of previous studies.
9 Third, also in confirmation of earlier work, the risk of job loss is a direct source of loss of life satisfaction and mental health ( 0  c ). Fourth, there is the predicted interaction between the probability of job loss and re-employment difficulty ( 0 d  ); though in the case of males the estimated effect on mental health is not significantly different from zero. In other words, the impact of job insecurity is greater where an employee perceives a lower chance of regaining as good a job. Fifth, the estimates of the separate effects of reemployment difficulty, independent of job insecurity, are all negative as predicted ( 0 e  ). Finally, the effect of household income on well-being is positive though relatively small, as has been found in previous work, and in the case of males the impact on life satisfaction is not statistically significant.
The control variables have been included in the equation following a range of other studies of life satisfaction and mental health (e.g. Blanchflower and Oswald, 2008; Wooden et al., 2009 ). Consistent with these, it is found that life satisfaction and mental health both follow a U-shape with age, are greater for those who are married or co-habiting than for the single, and decrease with a long-term health condition or disability. Those who live in regional Australia (and for women also those who live in a remote Australian region) have higher life satisfaction and mental health than those in the major Australian cities. Men's life satisfaction increases with the number of their dependent children, but not women's. Finally, I included a variable to control for whether another adult is present during the interview, since previous research has found that their presence is liable to generate a social desirability bias. The proposition is that some respondents may not like to reveal their low well-being before their family. There is an upward effect on life satisfaction and also, for males only, an upward effect on reported mental health.
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While these controls perform as expected, as in earlier studies only a small proportion of the overall variation of life satisfaction is explained by the variables. There are many other factors that impact on employees" well-being. The effects shown in the table would be biased if excluded factors were correlated with the unemployment and insecurity variables. It is also possible that there is reverse causation, with lower well-being affecting both employment participation and insecurity.
An employee"s personality is one factor that could have an impact on perceptions of employability and insecurity, as well as on life satisfaction. In Wave 5 of the Panel, respondents" personalities were assessed using multiple items from which were derived the "Big 5" personality scales: extroversion, agreeableness, conscientiousness, emotional stability and openness to experience. To see whether personality could be a factor accounting for the observed effects of employability and insecurity, these five indices were introduced in the model, assuming that personality did not change over time. At the same time, another largely time-invariant factor is introduced, namely highest education level. The results are shown in columns (2) and (5). Note that, for this estimation, the sample size is reduced as it can apply only to those who were respondents in Wave 5. As can be seen, each of the five personality dimensions has a significant effect on both expressed life satisfaction and mental health, all positive with the exception of openness to experience. Despite this, the estimated effects of unemployment, employability and the probability of job loss, and the interaction with the difficulty of re-employment, remain highly significant in the expected direction, and are not greatly changed from their values derived from columns (1) and (4). One difference, however, is that in the case of mental health the major part of the difficulty of re-employment effect comes through its interaction with the probability of job loss, instead of directly.
There may, however, be other unobserved time invariant factors correlated both with the employability and insecurity variables and with life satisfaction or mental health, in which case the random effects estimator will be inconsistent. Accordingly, columns (3) and (6) present fixed effects panel estimates. These fixed effects estimates are consistent, under the assumption that there are no omitted time-varying factors that are also correlated with the employability and insecurity variables. The point estimates are, in some but not all cases, somewhat lower, than in the random effects model. A Hausman test rejects the hypothesis that the difference in coefficients is unsystematic, and accordingly the fixed effects estimates are preferred.
11 It should be noted, however, that while time-invariant effects have been controlled for it is always possible that there are other time-varying variables associated with both expectations and well-being. There might also be some reverse causation whereby other unobserved sources of changing well-being induce both unemployment and subjective expectations of labour market transitions. Endogenous selection into labour market states could be a further source of bias. To address these issues one would need available some robust instrumental variables, unrelated to well-being, which affect the subjective expectations and the labour market states. In their absence, one has to take the associations shown in the results as highly supportive of the model proposed in Section 2, without definitively proving that the process is causal. With the fixed effects estimates, the broad pattern of findings remains unchanged in that all the core hypotheses are still accepted in the case of life satisfaction, though for mental health the role of re-employment difficulty is significant only for women, through its interaction with the probability of job loss.
How large are the relative effects of unemployment, employability and job insecurity?
Consider, first, a male "no-hoper", an unemployed man who perceives that the chance of getting a job in the coming year is zero. (About 1 in 10 of the unemployed think this chance is less than 10%). Using the preferred fixed effects estimates, such a man"s life satisfaction is lower by 0.77, compared with if he were in a secure job with no perceived risk of job loss and highly employable. This is more than one half of the standard deviation of life satisfaction (see Table 1 ). 12 Consider, what happens if his employability is raised from zero to 100%. His predicted life satisfaction is now only 0.20 ( = 0.77-0.57) lower than if he were in a secure job 13 . For women, the story is similar. The unemployed no-hoper"s well-being is estimated to be 0.57 lower than if she were in a secure job, but if she could expect definitely to get a job 11 The 2  statistic was 105.6 (p = 0.000) for men, and 190.6 for women. 12 The marginal impact of becoming unemployed would be less if the job lost carried lower job security. 13 This difference is statistically significant at the 1% level.
within a year, the loss in well-being is reduced by more than three quarters to 0.12. The mitigating effects of employability on mental health are also large. Compared with being in a secure job mental health for "no-hopers" is lowered by 5.02 for men and 4.96 for women, in each case just under a third of the standard deviation of mental health. But for those 100% confident of finding a job within a year the lowering of mental health is 2.47 ( = 5.021-2.556)
for men and only a statistically insignificant 0.86 for women. In short, the potential penalty of unemployment is very large, as other studies have found; however, when circumstances allow a person to have complete confidence in gaining a job the adverse effects of unemployment are more than three quarters mitigated.
The effects of insecurity, and the potential mitigating effects of employability, are also substantial. As illustration consider the downward impact of a 10 percentage point rise in job insecurity. For men's life satisfaction the effect would be reduced by more than half from 0.0516 (= 0.0232+0.0284) to 0.023 when employability for the employed is raised from zero to 100%; for women the impact would be reduced from 0.034 to 0.025. For mental health, the downward impact would be reduced from 0.038 to 0.013 for women; but for men only from 0.423 to 0.394.
Some previous studies have found that the detrimental effects of unemployment or insecurity are greater for men than for women (e.g. Clark, 2003; Theodossiou, 1998) . Here, it may be observed, for example, that the point estimate for the negative impact on mental health of unemployment, at the mean level of employability is 3.33 for men and 2.26 for women.
However, this gender difference is not statistically significant at conventional levels, and the same holds for life satisfaction, and for the estimates of the impact of job insecurity at the mean level of the difficulty of re-employment. Thus, in contrast with the previous studies, one cannot reject the hypothesis that women and men in Australia with the average level of employability react in the same way to unemployment and insecurity.
Previous studies have commented that job insecurity can be as detrimental for life satisfaction as actually becoming unemployed (Wichert, 2002; Sverke and Hellgren, 2002) , and indeed Burchell (1994) finds that men going from unemployment to insecure jobs did not improve their psychological well-being. Can this observation be confirmed here in the case of Australia? The size of the impact of job insecurity depends a great deal on the perceived probability of being able to regain another job as good as the current one. In the baseline case, those who expect to do so with 100% probability -one might dub this the "Scolari case" -the impact of a 100% fear of job loss is just 0.23 and 0.25 for men and women respectively. But, to take the opposite extreme, where respondents expect that there is no chance of replacing a lost job with one just as good, their life satisfaction is reduced by 0.64 for men and 0.45 for women. These estimates of the extreme downside of insecurity and employability are not far short of the worst unemployment effects. This case would be exemplified by an "insider" threatened with job loss in an insider-outsider segmented labour market.
The most informative comparisons might be made between very insecure employees (for whom  = 1) of average employability and unemployed people with average employability.
Using the descriptives from Table 1 , the very insecure male employee"s life satisfaction is 0.38 below that of someone in a secure job with no perceived risk of job loss 14 (0.32 for women), whereas the unemployed man with average employability has 0.39 (0.27 for women) less life satisfaction. 15 The comparison for mental health outcomes is similar.
Relative to a highly employable man in a secure job, the unemployment man with average employability has 3.33 lower mental health (2.26 for a woman); while the 100% job insecure man with average employability has 4.05 lower mental health (2.10 for a woman). It seems that, when insecurity is extreme, it can be as bad as unemployment in its effects on both life satisfaction or mental health. It should be recalled, however, that only a small proportion of employees report this extreme of job insecurity. Among those who have a positive expectation of job loss, the modal subjective probability is just 10%, and the detrimental impact on well-being of job loss fear at this level is, unsurprisingly, substantially less than that of being unemployed.
b) Robustness tests.
The broad consistency between the estimates for the two types of outcome in itself should add some confidence in the hypotheses, since the source of the data for mental health is the self-completion questionnaire, while that for life satisfaction comes from the face-to-face interview. In addition to the three models presented above, I carried out several types of sensitivity analysis on the core findings.
First, I included those who were economically inactive in the estimation, this constraining the other variables to have the same impact for all employment and non-employment groups.
This showed that, as expected, being inactive is associated with lower well-being relative to being in employment (more so for men than for women), though greater well-being relative to being unemployed. However, the effects of employability and of insecurity among the economically active were close to those reported in Tables 2 and 3 . Second, I estimated separate models for employed and unemployed people, allowing the control variable parameters to take on different values. This produced broadly the same conclusions as in the full model, in most cases with only small alterations in the estimates. Third, I added industry dummy variables to the controls. These were found to be largely insignificant, and to make no substantive difference to the core parameter estimates. Fourth, in deriving the estimating model it was in effect assumed that the cost of job loss for those failing to replace with an equivalent job was the same across individuals. However, in practice it will differ, even though we have no direct measures of how. An alternative assumption might be that this cost is proportional to wages, that is, that the potential cost of job loss is greater for those on higher wages. With this the interaction term is derived to be a 3-way product of the probability of job loss, the probability of not regaining as good a job, and pay. With this derivation, it is found that the findings on most variables are not substantially changed. The estimated coefficient of the newly defined interaction term is negative as predicted in all cases, but in some cases is not statistically significant.
c) Extensions
Other than by gender, variation across other socio-economic groups in the effects of employment insecurity might occur if the groups systematically differed in the well-being they obtain from employment, or in their attitudes to uncertainty, or in their capacity to cope with the event of job loss. In the case of the latter, the HILDA data afforded two indicators which might be argued to afford more support and greater capacity to deal with the events surrounding job loss, and hence less of a detrimental impact on well-being. First, it might be argued that those with greater education can respond better to being unemployed, having more self-confidence and a greater facility to pursue and gain fulfilment from alternative activities. Certainly, differentiation in the effects of unemployment and insecurity have been found in respect of prior education levels (Oswald and Clark, 1994; Sverke and Hellgren, 2002) . Second, those with greater household wealth should be less affected by the loss of resources attendant upon unemployment than those with fewer assets -though there is no reason to expect that the psychic costs of unemployment and insecurity should differ systematically between high and low wealth groups. Table 4 explores the possibility of this differentiation, in respect of both well-being outcomes, life satisfaction and mental health. The reported coefficients derive from the preferred fixed effects specifications, with the same controls as in Tables 2 and 3 .
In the first part of each panel, the sample is divided up according to whether highest education was less than, or at least, Year 12. For both sexes the unemployment coefficient on life satisfaction is more negative for the low-educated group, and for males the effect of unemployment is significantly worse than for the high-educated group. However, this difference is compensated by the greater impact of employability among the low-educated.
So, it does seem that more education moderates the detrimental effects of being unemployed, and that being employable is very important for the low-educated. By contrast, among the employed there are few differences across education groups in the effects of employment insecurity. In the case of mental health outcomes, with the exception that among females' employability is more important for the low-educated, most of the differences between the two groups are statistically insignificant. In short, there is some albeit weak evidence of differential effects according to education group, consistent with the idea that more education affords greater capacity to respond to adverse effects.
The lower half of each panel investigates whether differential physical and financial wealth matters. The sample is divided up according to whether household wealth is below or above the median. As can be seen, for males the size of the estimated unemployment effect on life satisfaction at zero employability levels is greater among the low-wealth group; but the opposite is true for the effect on mental health. However, at mean employability levels there are no significant differences according to wealth; and the same holds for all other coefficients. I conclude that, though wealth might in principle provide a material shield against employment insecurity in financial terms, because of the non-pecuniary factors the detrimental effects of unemployment respect no class distinctions on the basis of wealth.
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Conclusions and Implications.
Football management is a precarious job, but this did not seem to concern Scolari, even though he may have been feeling quite insecure while his team"s performances were below 17 Other studies have reported that unemployment has less of an impact on well-being among younger workers (Pichler, 2006; Clark and Oswald, 1994) ; and that insecurity has a stronger effect on older employees (Cheng and Chan, 2008) . It could also be suggested that personality, in particular emotional stability, might affect the response to insecurity. In further results not shown, however, I find that there are no systematic differences according to age or personality.
expectations. 18 Scolari"s lack of worry appears to exemplify one of my key findings, namely that employability modifies the impact of job insecurity and unemployment. The estimates imply that:
i. Previous studies showing a negative effect on life satisfaction and on subjective mental health of becoming unemployed are confirmed, each by substantial fractions of the respective standard deviations;
ii. However, employability does matter for the unemployed: an increase in employability from zero to 100% cancels more than three quarters of the detrimental effect of unemployment;
iii. Previous studies showing a substantial negative impact of job insecurity on both life satisfaction and mental health are confirmed;
iv. However, employability also matters for employees: for example, an increase in men's employability from zero to 100% reduces the detrimental effect of job insecurity by more than half. Even where there is no job insecurity, more employable persons have greater life satisfaction, though there is no significant effect on mental health in this circumstance;
v. The effects of extreme job insecurity and of unemployment are large and of comparable magnitudes. For example, for someone with average employability, 100% job insecurity lowers life satisfaction to the same extent as unemployment itself. The impact is more than one quarter of the standard deviation of life satisfaction.
vi. There is some evidence that the detrimental effects of unemployment on life satisfaction, and the mitigating effects of employability, are each greater for lower educated workers.
Two main implications follow from these findings. First, they provide an explanation for the phenomenon that I have termed, above, the "misery multiplier", the fact that an increase in unemployment lowers well-being by far more than can be accounted for solely by the increasing distress of those actually unemployed. Di Tella et al. (2003) report a ratio of 4.8 between the total loss of life satisfaction and the loss incurred just by those becoming unemployed. They conjectured that the difference is due to fear of job loss among the employed being raised when the unemployment rate increases. 19 In support it is known that perceptions of job insecurity and employability loosely follow aggregate unemployment rates over the long term and across countries (Green, 2006 (Green, , 2009 women. The misery multiplier in respect of mental health is 2.80 for both sexes. In practice the threats posed by growing aggregate unemployment do not fall equally upon all economically active citizens; yet these sorts of magnitudes help to explain why recessions have such a major impact: a macroeconomic downturn lowers well-being for those thrown into unemployment, but also breeds further employment insecurity which is felt much more broadly.
The second implication concerns contemporary responses to unemployment, in particular "flexicurity" and similar policies around the world in which the aim is to boost the efficiency of the labour market by, on the one hand, removing protections against job loss and, on the other hand, improving support for the unemployed to get back into work and with lower cost.
In the framework here, one can think of these policies as raising  (the probability of job loss) while also raising  (the probability for the unemployed of finding a job) and  (the probability of regaining an equivalent-quality job). The policies thus increase the well-being of outsiders, but the impact on that of insiders depends on the relative changes in the transition probabilities and on the parameters. In a general equilibrium, a rise in the probability of job loss would affect the employability of both the unemployed and the employed, as well as the unemployment rate itself. To compute the full effects these interdependencies would need to be modelled. Nevertheless, it is informative to deduce the terms of a partial-equilibrium trade-off between higher  and higher  and  , using the fixed effects estimates of the impact on life satisfaction from Table 2 . I make the assumptions that the unemployment rate is 10%, and that the mean values of  and  are as given in Table 1, and ask: what increase in both  and  would be required to "compensate", in the sense of leaving aggregate well-being unchanged, for raising the perceived probability of job loss  from 0.10 to 0.11, i.e. by one percentage point? The answers, in percentage points, are: 1.5 (2.5) for men (women) in the case of life satisfaction, and 12.7 (2.5) in the case of mental health. 20 In other words, from the perspective of life satisfaction, the necessary trade-off seems feasible. This conclusion comes from the large impacts of employability on life satisfaction. The trade-off would be yet more attractive if the policy succeeds in lowering unemployment itself. In terms of mental health, though, the trade-off in employability required for men is quite large; this stems from the relatively low impact of employability on the mental health of employed men relative to the high detrimental impact of job insecurity.
However, the estimates here are not very precisely determined.
Future research based on the same model of interacting transition risks could investigate the magnitude of the effects of insecurity and employability on consumer spending, marital dissolution and other outcomes. There are also certain limitations to the analysis here that could be addressed in future research. The potential impact of failing to find another job has not been modelled precisely, owing to lack of suitable data; nor has the impact of variable benefit support during a period of unemployment. The indicators of uncertainty could be supplemented by measures of the confidence with which expectations are held, and the consequences of uncertainty might be linked to an individual's degree of risk aversion; and it is also possible that other indicators of insecurity, apart from subjective transition probabilities, might better capture the psychological effects. Note: The sample is that used for the analyses in Table 3 The regressions also include a constant and year dummies; † Product of "Probability of job loss" and "If job lost, probability of not regaining as good a job"; † † If job lost, probability of not regaining as good a job; ‡ Equivalised per capita annual household income; ‡ ‡: Reference category: Major city; *, ** and *** indicate 10%, 5% and 1% statistical significance. The regressions also include a constant and year dummies; † Product of "Probability of job loss" and "If job lost, probability of not regaining as good a job"; † † If job lost, probability of not regaining as good a job; ‡ Equivalised per capita annual household income; ‡ ‡: Reference category: Major city; *, ** and *** indicate 10%, 5% and 1% statistical significance. *, ** and *** indicate 10%, 5% and 1% statistical significance. 
